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QThe government of Peruvian
President Alejandro Toledo
announced last week that it was
planning a program to supple-

ment the income of the poorest Peruvians
with a handout of $30 a month per family.
Do you think Toledo will follow through
with the plan? How will he pay for it? To
what extent would such a program help
Peru's poor? What is the experience of
other countries in the region with similar
programs already in place?

AGuest Comment: Carlos Janada:
"The government plans to imple-
ment this program as soon as next
May. Presently, the program is

under elaboration and there are only rough
guidelines. A program of direct subsidy to
the poor should clearly specify who are
going to be the main beneficiaries and how
much it is going to cost. But reaching the
poorest in practice faces awful logistical
problems. For starters, whoever is in charge
of this program should have great credibili-
ty because this kind of program could easi-
ly fall under corruption accusations.
Unfortunately, the Toledo administration
has been suffering from several corruption
scandals involving not only party members
but also close family members of the presi-
dent himself. Moreover, there is the issue of
the cost of the program. It has been said
that the program would try to benefit only
people in extreme poverty (around 3 mil-
lion) and should cost $90 million (0.15 per-
cent of GDP). Since the economy is grow-

ing strong, the government might be col-
lecting additional tax revenues that would
be used to finance this program. The gov-
ernment might be actually trying to take
political advantage of this situation since
the popularity of the president remains low,
and when the program gets implemented
elections will be less than a year away."

AGuest Comment: Bartolome Rios:
"The intention of the Peruvian
government to supplement the
income of the poorest with

$30/month has caused heated debate in
recent days. On one side, authorities claim
that positive macroeconomic performance,
fiscal prudence, and the rise in internation-
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Amb. Robert B. Zoellick went before the
US Senate Foreign Relations Committee
yesterday for his confirmation hearing.
See story, page 2.



Political News

Zoellick Signals More Proactive U.S.-
Latin Policy in Confirmation Hearing

Robert Zoellick, the Bush administration's
nominee for the key diplomatic position
of deputy US secretary of state, said he
thinks the US can do more to halt "creep-
ing authoritarianism" in Latin America,
according to the Associated Press.
Testifying before the Senate Committee on
Foreign Relations yesterday morning,
Zoellick singled out Venezuela by name as
a country where the US would like to
improve its image with people "on the
margins of traditional society," according
to the report. The new breed of authori-
tarians follow similar patterns, Zoellick
said. "You win the election, but you do

away with your opponents, you do away
with the press, you do away with the rule
of law, you pack the courts," he said,
according to the AP. The unusually direct
statements for a confirmation hearing
were, according to some observers, a signal
that the US will take a more proactive
hand in Latin America over the next four
years, especially regarding Venezuela, an
important source of oil for the US.
However, some of the press in Latin
America read the statements as more
extreme, invoking a pending showdown.
"Zoellick says Chavez must be stopped,"
said a headline in yesterday's Jamaica
Observer (online edition). The story below
the headline, however, included no direct
quote from Zoellick to that effect.

50,000 Protesters Expected in
Ecuador's Capital Today

City officials and police are preparing for
50,000 protesters to descend upon Quito's
city center today, according to local daily
El Comercio newspaper. The march has
been organized by opponents of President

Lucio Gutierrez and seeks to undo his
efforts to replace the Andean nation's top
judges last year, which many political
observers viewed as an undemocratic
power grab. Some Wall Street analysts view
the march as a potentially destabilizing
force on the Gutierrez administration. "If
successful, [the protest] could change the
near-term political outlook of Ecuador—
from stable, to likely to change, signifi-
cantly," wrote Jose Ceritelli, an analyst at
Bear Stearns & Co. in a research note yes-
terday. "The probability of a political
realignment of the government in the near
term is increasing," Ceritelli wrote. With
the political noise already building up
ahead of elections next year, domestic
political pressures could propel the volatile
country to backtrack on its IMF-support-
ed economic reforms, thereby imperiling
the prospects for IMF loan accords next

year, Ceritelli said. Ecuador is expecting a
scheduled visit from the IMF's Managing
Director Rodrigo de Rato on Thursday.

Ex-Guerrillas in Uruguay's Congress
Take Helm in Leftward Power Shift

Two former left-wing guerrillas who
fought against the Uruguayan state in the
1970s were sworn in on Tuesday to head
the South American country's two houses
of Congress. Jose Mujica, a former
Tupamaro rebel leader, was sworn in to
chair the Senate, while Nora Castro
became the first woman to preside over the
Chamber of Deputies in Uruguay's histo-
ry, Reuters reported. The two new mem-
bers of Congress, both of whom were
imprisoned during Uruguay's military
regime (1973-1985), renounced using vio-
lence for political ends two decades ago.
The Tupamaros were crushed by the dicta-
torship after a string of bloody attacks on
the military and the murder of a CIA
agent. "This is a historic moment that no
one thought would ever happen," fellow
Senator and Tupamaro member Eleuterio

Page 2 of 4

NEWS BRIEFS

Copyright © 2005, Inter-American Dialogue

Chavez, Uribe Call an End 
to Kidnapping Dispute

The heads of Venezuela and
Colombia agreed to end their dis-
pute over the December capture/kid-
napping of guerrilla leader Rodrigo
Granda in Caracas. Some analysts
have called the dispute the most seri-
ous diplomatic crisis between the
two countries since 1987. Venezuelan
President Hugo Chavez and
Colombian leader Alvaro Uribe
agreed on Tuesday to boost security
cooperation and restart stalled trade
deals.

Source: Reuters.

Peru's Economy Grew 9.1
Percent in December 2004 

Peru's economy grew at the fastest
pace in nearly three years last
December, according to data released
by the Andean country's National
Statistics Institute. The growth was
fueled by expanding output of cop-
per, fishmeal and textiles. Gross
domestic product grew 9.1 percent
in December from a year earlier,
compared with growth of 8.4 per-
cent in November. December growth
was the fastest since April 2002.
Peru's economy grew about 5 per-
cent in 2004 overall.

Source: Bloomberg News, Reuters.

Italy's BNL Gets Approval for
Argentine Banking Assets Sale

Italy's Banca Nazionale del Lavoro
(BNL) said on Tuesday its board of
directors had approved the sale of its
Argentine activities to banking
group Banco Hipotecario for $207
million. In return, BNL would also
receive shares in Banco Hipotecario
representing a book value of $25
million, equivalent to 3.7 percent of
the share capital.

Source: Reuters.
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“ Zoellick says Chavez must be stopped.”
— a headline in the Jamaica Observer's online edition yesterday, interpreting 

remarks in Robert Zoellick's confirmation hearing in the extreme.



Fernandez Huidobro was quoted as say-
ing. The ex-rebels' accession to elected
leadership evidences the country's shift to
the left, cheered by regional leaders like
Brazilian President Luiz Inacio Lula da
Silva and Cuba's Fidel Castro, who sup-
port the incoming Broad Front coalition
of President-elect Tabare Vasquez.
Vasquez' left-leaning government will take
power on March 1. Castro's is expected to
be the first official state visit to the coun-
try under its new government. The coali-
tion holds majorities in both houses of
congress.

Economic News

Chile's Copper Exports Surge in
January; Production and Prices Up

Chile's copper exports surged 42 percent
in January as its mines expanded output
to meet demand, primarily from China,
Bloomberg News reported. According to
the Chilean Central Bank, copper exports
rose to $1.17 billion from $822.9 million
in January 2004. Prices were up 27 percent
from a year earlier. In related news, BHP
Billiton, the world's biggest miner, said it
is spending $1.7 billion to develop its cop-
per mines and plants in Chile, which
would lift its output to 1.4 million tons a
year by 2008, bringing its production clos-
er to Chile's state-owned Codelco, the
world's top producer, according to
Bloomberg News. Moody's Investors
Service raised its outlook Monday for
Chile's foreign debt rating on the strong
economic data. Last week Chile's Central
Bank raised its interest rate by 25 basis
points, to 2.75 percent, and reiterated its
expectation for 3 percent inflation this
year.

Company News

Satmex CEO Ousted by Board 
of Directors

Satmex, the struggling Mexican satellite
service provider, said yesterday that CEO
Lauro Gonzalez Moreno resigned follow-
ing a board meeting on Monday, accord-

ing to a Reuters report. The company
defaulted on $713 million of debt under
Gonzalez's tenure and has not been able to
renegotiate debt terms with several credi-
tors. Chairman Sergio Autrey Maza has
been appointed interim CEO, according to
the report. Satmex is 49 percent-owned by
Loral Space & Communications Ltd.,
which itself went bankrupt in 2003 and is
struggling to recover.

Mexico's Ixe Grupo Financiero 
to Buy Mortgage Company 

Mexico's Ixe Grupo Financiero SA de CV
will acquire 100 percent of Fincasa
Hipotecaria for $49.6 million, the
Associated Press reported yesterday. Ixe,

which operates retail banking, brokerage
services and a pension unit, said in a filing
with the Mexican Stock Exchange that its
shareholders agreed to a capital increase to
finance the acquisition. Fincasa has just
under 3 percent of market share. Mexico's
mortgage market is heating up as national
rules governing the industry are changing,
and interest rates and economic outlook
are driving up demand for homes.
[Editor's note: see related Q&A in the
January 2005 edition of the Latin America
Banking Advisor.]
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QA series of deadly attacks on
Colombian military units by
FARC rebels this month has
shaken confidence in the

government's campaign against the
insurgents. What is the significance of
the attacks? Is President Alvaro
Uribe's "democratic security" program
faltering? How strong is the FARC
compared to when Uribe took office in
August 2002?

AGuest Comment: John (Jay)
Cope: "In Colombia the sky is
not falling. The FARC's
increased activity since

January does not suggest that President
Uribe's 'democratic security' program
or the Joint Command's implementa-
tion plans are faltering. The govern-
ment's strategy is sound. The FARC,
with over 15,000 fighters, remains a
dangerous enemy with a presence
across the country. It has not lost its
ability to move and mass forces to
attack an installation, as in Narino
recently, although it is much more dif-
ficult to do so. The Armed Forces have
bloodied the FARC's nose severely over
the last year, particularly in

Cundinamarca and the former 'despe-
je,' and the Colombian people know it.
For months, psychological pressure has
been building inside the FARC to
respond to aggressive Army opera-
tions, the return of public security
forces to abandoned municipalities,
and the demobilization of several para-
military units that had contested guer-
rilla control of key areas. The intensity
of the FARC's renewed activity actually
is relatively low, but it could increase
before 'Semana Santa,' as has been the
tradition. There will be more casualties
on both sides if fighting intensifies. We
should expect the Armed Forces to
press the strategic initiative, mounting
operations to deny the FARC mobility
corridors, as in Uraba, and base areas."

John (Jay) Cope is Senior Research
Fellow at the Institute for National
Strategic Studies. The views expressed are
his own, and not necessarily those of the
Department of Defense or the National
Defense University.

The Dialogue Continues
A continuation of the February 15, 2005 Q&A 



al reserves should benefit at least part of
the 24.4 percent of extremely poor
Peruvians. On the other, opposition
views the program as populist and
opportunistic, given the proximity of
elections. To date, details still need to be
fine tuned. According to initial state-
ments, 3 million people would be target-
ed monthly, though not immediately.
Considering that magnitude, once cruise

speed is reached, the program would
mean $1.08 billion/year (over 1.5 percent
of GDP). However, Minister of Economy
and Finance Pedro Pablo Kuczynski has
downplayed the fiscal impact of the pro-
gram to 0.2 percent of GDP, at most.
Other sources of concern will have to be
dealt with, including sampling the bene-
ficiaries (a process that might take
months) and, more importantly, delivery
efficiency (not to mention moral hazards
and potential incentives for corrupt man-
agement). Several studies dealing with
social spending underscore the need to
improve efficiency, given large percent-
ages of administrative or bureaucratic
losses. All elements considered, despite
the government's determination to pur-
sue the program, it is not clear yet
whether it will be implemented as origi-
nally planned, in terms of timing, effec-
tiveness, efficiency, and cost."

AGuest Comment: Phil Mauceri:
"Generally the experience has
not been very good with social
welfare programs in Latin

America. Sometimes these sorts of mini-

mum payments are abused politically
and selectively implemented. The bigger
question is where the money is coming
from and how sustainable it is. Peru's
economy in the last two to three decades
has had some serious ups and downs,
and even if the country can afford it at
the moment—which I think is still ques-
tionable—then the issue would be: will it
be affordable five or ten years from now?
The fact that Toledo has not given much
indication, so far, of how it will be imple-
mented and where the money will come
from suggests that this is more a way to
pump up his approval ratings, which
have been abysmal. I am wondering what
the political reaction will be, and the
odds of this actually being adopted
probably may not be very high, because I
think other parties at this point in his
term probably do not see it in their inter-
est to strengthen him or his party politi-
cally. Everyone is of course looking for
the next presidential election at the
moment. Compared to other countries'
experiences, Peru may be less likely to be
successful with this program. Part of the
issue is the efficiency of Peru's bureau-
cracy and its ability to reach beyond just
Lima itself, so how will these payments
reach perhaps the Amazonian region or
smaller villages in the Andean region?
What sort of guarantees will there be
that they actually will be implemented
and given equitably throughout the
country? 

Carlos Janada is an economist currentlly
consulting to the IIF in Washington.

Bartolome Rios is the Andean
Development Corporation's senior econo-
mist for Peru.

Phil Mauceri is Professor of Political
Science at the University of Northern
Iowa.
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“ According to initial statements,

3 million people would be 

targeted monthly, though 

not immediately.”
— Bartolome Rios


